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7th September, 1923. 


INTERVIEW WITH MR. G. 2. CLARKSON RE RENEWAL. CONTINGENCY 
AND SINKING FUND RESERVES, BTC 


9 
bd 


Presat;: 


Mr. W.D.Greg ty , Chairman 
Mr. Lioyd Harris 

Mr. JeA.eRoss 

Mr, R.AsRoss, Commissioners. 


Mr. dJeHeW, Bower, Secretary, 


Mr. Brown ~ Price, Waterhouse & Co. 
Mr. GT, Olarkson. 3 


MR. CLARKESGN: «sees They should keep the renewal 
accounts on a perfectly safe basis, ib cr pie that if an 
inadequate renewal reserve were provided and if the time 
came when repairs were to be mde and the money wis not 
there to make the repairs, a condition wald be brought 
about not at all provided for by the Act, while the Govern- 
ment security might be impaired. rk Sagal I slways 
have the view that the renewals should be kept on a sound 
basis. What is sound and what is unsound I am not prepared 
to atate; I am not an engineer. | 


ut THE CHAIRMAN: ‘There might be a wide fiftference of 
opinion on it? | | : 


MR. CLARKSON: Yes. I want them to keep on the 
nets side, but I have always seid that was an engineering 
MATTE. 


Some months de prawn six or eicht months, a 
suggestion was made t at hey were going to reduce the re- 
newal accounts and I was asked to talk to the Commission 
about it. I went up there and when they raised this ques- 
tion I said it was a matter entirely outside of = tad ripen as 
to what allowance was right and what was not right; it was 
an engineering matter. But I thought, in view of the sit- 
tings of this Commission, it would be an unwise thing to ma ke 
reductions until there had been some discussion with the 
engineers of the Inquiry Commission which would indicate to 
them whether they saw eye to eye with them I thought as a 
matter of policy it was the wrong thing to do. I subsequents 
ly heard it had been discussed with Francis. 3 
THR CHAIRMAN: He says it was just an informal dis- 
cussion. Someone was passing him and made some casual re- 
mark just in an offhand way. OZ course it would have been 
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highly improper to be advising as our constiting engineor. 


 " MRe CLARKSON: No, it would not be improper to dis- 
cuss the matter with them if he had your approval. 


MR. Re A. ROSS: But he hadn't. 


ON: “That was 


uti ag Me Ca as all I heard about it, then 
"Subsequently ‘reduot ons More ‘put’ in forse, 7 


al 
at 
THE CHAIRMAN: It made a great difference in the Re- 


newal Reserve. 


<M CHa TRMAN: ana’ $+ wee made retroactive, 


MR, CLARKSON: eo here ¢ that. is why I say it is a 
vital factor. Now all I can do is in my reports to state 
what reductions have been made and what the effects are, 

I suppose it will rest with the Government to ascertain if 
they are correct. ‘ ale il B 4 


COMMISSIONER HARRIS: What do you think a renewal fund 
should cover? In a private concern we have a renewal and main- 
tenance fund and from that, fund we take money for renewals of 
all Kinds. Do you think a renewal fund should be such that you 
cannot take from it except for renewals? "~ ’ 


MR. CLARKSON: I don't think so. Yon have two elements 
in there; you have maintenance and replacement... You can treat 
them in a great many ways. A great many people charge mainten- 

ance to renee and, get. up rbd 6 to replace the items, —#hen 
_ they find the rate of depreciation on every item, Then where 
a thing has to be renewe they charge it against that fund, 
which I think is proper. ihe 0 i : 


: COMMISSIONER R. 4, ROSS: I think it is a great ques- 

“tiee Efrem enn Pee 
UR. CLARES ON; It means the same in the end as long 

as you deal fairly with it. . 


COMMISSIONER Re A. ROSS: +66. All your repairs and 
replacements should be made ont of operating account, not 
out of the trust fund which you put aside to make whole your 
Capital at the end of the worn-out period. You can never 
figure a depreciation fund if you continue dipping into it; 
you can't tell where you are, and at the end of the time you 
may he not have enough to replace the items. Where you pay 
this out of operating then you have your one-horse chaise and 
you have got then a depreciation fund which will vey you 4 
‘Mew one. It seems to me it should be "Repairs and Replace- 
ments." A depreciation account is a trusted fund. 


wei COMMISSIONER HARRIS: You can't draw from it. You 
take a plant ina private company and the Government have cer- 
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tain views on this Pte se depreciation on buildings yx =" 
3%, and according to A iene es akation am at is ‘they ‘wi 
| aaa Ft ghee 10h “a 


: THE ORATRAAM: : 3 think at is. ver lex 1 si 
‘on words. .! is y egely a y, 


MR. CLARKSON: yt don't give a hoot whether it is de-~. 
preciation or what it is or whether it is charged against 
operation; it e111 turns eek on the Bice of the amount 
you pnt aside. 


| | Come SSIONER Reliihe’ ‘Ross: ‘The only ‘hing is you can't 

viaure ite You take your different items; you take poles for 
instance and you xy Boye have a life of twenty years then 
you work on that. if you emsider that as a fund to be 
rawn upon as ae go on then you can't tell how much you 
are going to have left at the end of the period, and you have, 
in effect, if you emsider that merely as a replacement fund, 
nothing to replace the Wagle Te wis ee is event ually, worn 
out and could be Fixed BPs as : 


“i UR, “CLARKSON? If: io repair nese things tron tine 
cg tine they are: never worn out.” a 


” COMEISSTONER Ry As ‘ROSS! ch, vee. “at is; you hete on : 
your qneshorsg chaise over agains 


MR. CLARESCN: You take your pele, sccount=-it is 
very heavy, snd light an others, 


COMMISSI OFER Re Ae ROSS: T took the wrong, thing. : 


THE Cratmean: | "You. repair a ‘pair of boots. many. times, 
“but the time comes when they oan no longer be repaired. 


. COMMISSIONER Re Aa ROSS: Wouldn't 4t be @ trust fund 
they accumulated the amount sufficient to replade it in 
59 54 conkitguminnatevar you decide? 


MR. yee get We never fixed an amount. My idea 
was to go ahead and pile up a fund good and sufficient and 
then we could sit down and discuss be 


on CHAIRMAN, You have not reached shat stage? | 


“ae ae CLARKSON: Mp: It tea’ question whether you zat 
a fund. of ee of the moneys get aside it that’ is enough to... 
renew and mainte in. 


. COMMISSIONER’ HARRIS?» In the states they have the 
Public Utilities Commissions appointed by State Governments, 
under which come all the’ steam railways, radial railways, etc. 
They lay down »certain rules as to what you shall do in the way 
of providing these funds for maintenance, renewals, etc. They 
have forced them to put as high as about 20% aside. 


MR. CLARKSIM. And wrecked nearly all the railways. 
However, as far as this thing is concerned, my idea was in 
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connection with their ‘renewal reserve that they ought to have 
an ample nian god ‘and the idea I had was that it "x ould ac- 
cumulate and at up.so fear before they, started these ppeord ons , 
I tho MS tha thee e security of the Goverment rested upon tha 
Pian ois Retvant teem ng condition, The 

t si’ Riioe that and the moment it could not cope 
ial, the security. Was GONG. 


"" GOMITSSIGIER HARRIS They are not 
with this gute... 7 ane ee ‘pov suf zicient 


Ween, 28 Be. tingdat) fot’ you are ak saying that tatars ‘the 
ent they were not ‘provid ing sufficient ? 


“© °° GommTssT OWNER HARRIS: I don't think they were, I think 
min should go into it heavier at the start, 


MR, CLARKSON: Well 
funds in some of those GRBeS. 


COMMISSIONER HARRIS: In the Dominion’ Power & Trans- 
mission Compan the people ace gh “wg apetastt all our bonds came 
to them several years Ps 2) eters o the bond- 
holders they, Bitecer ce hey, eenould set aside 20% of all gross 
earnings. $ an arbitrary matter, Personally I have 
never seen & Savane corporation set aside as much as this con- 
cern is setting aside, The directors rather took exception to 
it at the time but I thought it was a proper thing to do. 


de se ec Re Ae ROSS: Had you panei ne funds? 
 COMMISSLONER HARRIS: Yes. 

Com LONE po = ROSS: a alyaye feel Foss oh aed te 
and Fepiae anc yes » a phey ae for, should ao veree. 
by contingencies which owould pata moub of the euyesriy £ ot i 
account, and then the set thing ed rugt fund 
to replace the old ramshackle ya ome chain your con tingen 
cies as a sort of insurance fund to cover fire, etc.  Buil 
that up to Laat maximum and when an accident occurs as at the 
Ontario Power Company, you would pay for that temporarily ont. 
on the contingent func “and net» oub- of your repeirss 


MR. CLARKSON: “Well in the: ease of an aceident you can~ 
ne replace it out. of those: Sontingensies," 


they have some pretty substantial 


siti Some time ago they moved some oles along the Welland 
Canal at a cost of > Sie 000 ané we found this added to their 
capital aceount, I sala "Hothing doing, this is not am acqui-~ 
 gition to remat a it is an wnexpected contingency; what you — 
have got to do is $0 be of an amount that will protect you 
against things of that ak they put up so much; there 
ig no special way of dvita nhs is on an Farhi rary Sand s, and 
the expectation at the ye was “that that would phle up a fund 
of one-half million dollars in the cirie of eight or ten pares 
but almost as soon as they had it up to $150,000 they got a 

crack at Dundas when lightning struck. That "cost $100,000 

and wiped out their fund. 


fnbite er ae — ne 


add: te an Bu0OO TROD LOS 
tao bate ner dads 


hb 


THE CHAIRMAN; dt was a mighty good thing to have a 
fund to wipe out... sid i Baa i ‘i 


obese OO" YR, GLARKS OI: Yes. Up to that time I tho t it was 
little novel... T had mot seen corporations do that. 
just take it out of their general reserves. park cial 


COMMISSIONER Re As ROSS: . All those funds. come. out 
of operating. There are mo good years and bad years with the Hydro. 


draw on to make up these funds. OTR, PERE Ae The, Fo 


COMMISSIONER J, A. ROSS: Whatever the rates my it 
is "“cost™.: | | OR hee Peay. reer ee 


‘PHY CHAIRMAN; There are no inside reserves. — 
WR, CLARKS@!; “No. ° met ee ae 


““OOMMISSIONBR J. A» ROSS: It can't be used for con- 
tingenc ies? iil NP Se rere, ve $% » hwy ee 


0°. ye” BowER: I don't think Mr. Clarkson regards it that 
wey. Every fund is a trust fund but it can't be used for re- 


placements from year to year. ed : 
MR, CLARKSON: Yes, that is what it is for. 


COMMISSIONER R. A..ROSS: .But you can't apply: any if 
rou are taking uncertain amounts out of your accounts from year 
to year. You don't know how to figure it. The way I look at 
it is this: The small repairs naturally are charged as they 
occur and are paid for out of that year's revenues, and the 
repairs--an armature burns out, ete., nominal upkeép--those 

two are paid out of yearly operating costs ap enconntered, and 
at the end of thirty years (whatever time you may consider) 
your plant will be worn out. You want something to make good 
your capital, whatever you put away, and have that at the end 
of the times Those things are perfectly figurable. The first 
two are paid out as they occur and the depreciation is at the 
end of the line. For unexpected contingencies there should be 
‘a good contingency fumd. 4nd there are ali your dubious funds 
instead of having your contingencies dubious and your renewal 
reserves dubious. . m AD mp Gt ye Ble! 


MR. CLARESOY: The life of the component parts of that 
system is not the same, Poles have a lite of 12 years and your 
rate ig computed on that basis. If within 12 years’ time a- 
pole plays out they have to renew it and there is the money 
there to do it. You have 5O years on buildings. ‘ 


a 


C OMITS:| TONER Re As ad You get that out 
rep labenent a ter ) get that out of your 


hae ena gee eaneseed® hit igily eyerery in’ tht! > eysten “be baak 
care of in that Ways. | 


COMMISSIONER Re As ‘ROSS: I throw ‘everything 1 ike thet, 
to replacement, ‘ 


OO" MR. BOWERY | “Woulan't that be a trust fund until that 
2 years would expire? 


MRS CLARKS GT: Tt ay! there’ £o¥ the purpose. 
UR. BOWER: But 8 Up} owing the pole wore ont in 6 years? 


MR. CLARKSON: You take it out of that fund pao it means 
pag Fk gees Wasa “5 inadequate, bat you can't show that that 
g the cas@, 


(HR CHAIRMAN: Renewal Reserve would differ very large- 
ly in. storia a plants. Peg OR Ree ox ew 


CLARKS; Absolutely. You take the Wasdells system 
where the Sees run through a inalfes section. . The poles might 
wear out in 6 to 8 yeetsy aha in a giao section ‘hey magne 
1am’ FOr 20 years... 


COMMISSIONER Re Ae ROSS : Of course 5 havesperes it 
up to the engineers, OGG OR, | 


UR, CLARKSON: Absolutely. 


Cane ssTarER He A. ROSS: the diieinese does not know 
anything more than yous 


MR. CLARKSON: vhen we started these rates we gathered 
the: experience of aifferent corporations. You look at ag cd 
report aoe you will find that they are fixed on the exper 
of a great many op rating firms, companies in the United Pein pt 
There is a schedule about 3 pages Lo ~~ showing every element in 
a plant. That is the basis we start that is the basis we 
have been working on. It is up to the @ Hydro to sisly any 
nnenese in that seceess 


Su pose we have rn 000 in poles and the lite is those 
poles ‘is est imated 2 akg We put eside in that,? 
money so that at the end of 12 years we will have 850, 008. +¢ he 
new poles there, Now, if those p les at that time cost $30,000 
and we use the $20 ee yeer there is $10,000 giditional to capital. 
If they only cost them $10,000 the fond is $10,000 too high and 
you are on the safe side, but I confess I don't see anything 
wrong with it. 


COMMISSIONER R. A. ROSS: It is all right but you can't 
figure ite eee» 
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COMMISSIONER Re A. ROSS: Contingency fund shoulda be 

fren acini ing on gs ty go ery ry eetee ft rise Seite aes 
a re natrens? r 
ve CUss NtEm: are wane mred all duals ‘the. eountrye) vy i 


ne CURSO: ‘This would be entirely qutatas the Acts 
Receth But. ‘how does that ‘impress you in regard 


} to aay Me a 8 bir and. om the Act 
nn Eat sie it ot sneer y Lomas 8 were 


MR. GLARKSO rat ‘2 thinkoltimecié be ve aioe bub I think 
that the, mune palities longest xeatnt ite - ory 


‘hy ‘COMMISSIONER Re Ae ‘ROSS: ‘They ‘would have to yo away 
less money and hg nn cage’ ae money ohypseage reagan 
0 0+ MA SUP RARE r yf 


“CaniTss Tan: a As ROSS: “It is like blanket insurance. 


1. CLARKS On I don't. onre atin % you 40 a Long as ‘you 
get in the realm of malas ie How would you work it, on a’ 
orsepower basis? 


THE CHAIRMAN: How would you work it, Mrs Rosa? . 


COMMISSIONER Re As. ROSS: TP should think the contingencies 
should be on a valustion basis instead of on a horsepower basis 
beeause it bears no relation to horsepower but to the emount of 
plant you have dneured, which ie practically what it is, 


din, aneh: etetin eens oe eemartloning tna caet dneng tee mani 
mogt ¢@ @ basis port g the cost among the - 
cipelities am we don't t think it ” untaire 


COMUISSIGTER Ryn de: ROBE. * fonts think it is ae Logical 
as on endeelteee Pere 


ie CLARKS CH, ‘then you would have to ‘apportien them on 
p00, 990,000 een, yaere.| XY You have to make so many calculations 
£ you arbre number you wil. gab. one pats amine 
two yeers after the year is enied. 


GOMMIGSEONBR B.A» ROSS: © Risks are differe t; the trouble 
would be in the apportionment. Goulan't: that be put into over~ °° 
head account along with head. offiee saleries just as fire insur- 
ance is put into overhead narges, ant are rer too in a cor- 


tain ways 


“GomatSsIONER QyA. ROSS: . What would’ be your measure? 
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MR CLARKSON: That would go back to a horsepower basis. 


“COMMISSIONER J, Ay ROSS: why cowlan't you put ition 
the dollar basis, on the cost of power? at ce pny 


a _ MR, CLARKSQ:; It would mean that the fellow who pays 
the most for power pays the highest price for contingencies, 
It would be unfair, Personally I don't care at all as long 
ie zen i a Roce oe Mee peta stan at a lei thing is simpli- 
city and is the fund adequate. There was no fund to go on 
prior to our peat | this up and there never will be exce ft 
their om, and afte ‘in view of what has happened in the last 
few years of operating you think it should be increased, why 
Say 80s vith 


COMMISSIONER J, A. ROSS: There is no simpler way than 
to build it up on a plant valuation. eee | : 
| MR... CLARKSON; aa oe the Sete pas where the plant is 
enormous and where for 90% of the plant you are not going to : 
have any.contingencies. You never have any contingencies on 
Waa MPLA Ce Ge no heh ais ascnwiia suk fn te 
COMMISSIONER J, A. ROSS: You might shake it down, 


- GomEtsstover R. A. ROSS: A horsepower basis is the 
simplest... dies Sideiake maine tale, cat 0 oe fe nae A onconge hy? 


MR. CLARKSON: Then you would have to make adjustments. 
I think, Mr. Ross, if you came down to it, the horsepower basis 
would be the simplest. There was no experience to start with. 


- abundant. ingent fund of one-half. 
million dollars on the Niagara System and expected to get it in- 


coh) 6s MR. BROW: I notice on some of the little systems you 
are charging 81.00 a horsepower. ‘The only question I would raise 
about this, was it on a sinking fund basis? 


| MR. OLARKSGV:. Where you nave lives of 100 years, 
during the first 40 years the fund grows very slowly and the 
last sixty years it grows rapidly. 


THE CHAIRMAN: Do you think it would be better for the 
Commission to defer the time for reduction? 
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MR, CLARKSON: Yes, 1.can reiterate to a 

Sir Adam will tell you he is. complaining about Pha oyte et : sink 

exorbitant renewal rates, My desire was to be safe whe 1 

really didn't gare if they had too much, both from the stand- 

point of the system itself and from the “standpoint of the Govern- 

or ge Nie aS Rs ahang ein the: eee ih 
Cy nge ear ch 

think is a serious thing. . 


THE C ATRMA; What would you think of rovidin 8 
sinking fund, eee all their fire insusancet : ® f 


rid } MRe eAaeres me mean, relat sheds fire SS 
te Themapdvest, , are 4 


ee THE contd eat “tes, Ky nay, Soukiluwt Af se Vitor’. 


. : LARES Qf z ‘would ‘not ‘give an answer to that until 
I had ey Ae their figures. 


ish THE. QHATRMAM; . of courses the losses were heavy in Chippawa. 


‘a CLARKS Gis. ‘Welly before, one could answer that aaa 
tion at “ have to ge saa vitteira ACRE, nas find the 
exten oi the losses... a es 


COMMISSIONER. a die ROSS: The eet ‘they ike’ would 
not ‘be in to pay the losses at Chippawe, but it would seem to 
a me that is no Ys ere insurance. rigke. The insurame we are 
et talking lrg gg all power. Bye TL OME substations, etc, where 
ei) accidents that nage en ‘ave abeisges® ‘Mey. occur in denerators; 
4s the shee ia entirely internal, and. jo never could get insurance 
id agsinst that, Why shouldn't ‘the me carry that in a contingency 
have fund as an our raertindry thing that may happen. For construc- 
ah tion purposes they could charge it to capital. 


ane : | THE CHA TRAN; , It does go into capital. sb 
WR. CLARKSON: It all domes down to this; If they had 

suffered small-er losses than_the. remiums paid why should they 
not carry their insurance, and if they had suffered greater losses 
than the premiums paid why, anealt, ath carry the ) 

, COMMISSIONER R A, ROSS: It Locks to me as though it 

ht to be put in that sont ingency , which is an unknown thing, 
og lump everything in . that. line in one fimd. 


THE CHAIRMAN: What do you think aren’. the Raa’ + 
of a pre-audit of Hydro accounts? ala 


i" ees" WR, CLARES(T: No, sir» 
sai THE CHAIRUAN: Why not? 
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MR. CLARKSON: Suppose you put a man in there as pre-~ 


auditoreces. " 
Qe What is a pre-auditor? 


“MR. CLARKSGI: You can't pay a check until it is passed, 
just like we have in the Parliament Buildings. ; 


>.» QOMMISSIONER J. A. ROSS: We are talking about an andit 
made before the check is passed but after the expenditure has 
been anthorized~-in between those two things. 


MR. CLARKS (I: It is perfectly feasible in Government 
accounts, but I think for this reason, suppose you put a man in 
there--this thing has been considered quite seriously... 


THE CHAIRMAN: There is a distinction between a pre- 
auditor and a comptroller : 


MR. CLARESON;: It is intended to be the same thing. 
Brown, supposing you were comptroller, or pre-auditor 
there and an expenditure was incurred, Beck or Gaby went out 
and incurred a bill for something and they brought the account 
to you and said we want a check for same, and you say, well, 
this thing has not been properly authorized, I will not do 
it. You know what would happen. They would pay that check 
whether there is a pre-audit or not. 


There has been no difficulty up there in connection 
with their accounts except where they have gone to work and 
incurred liabilities for radials, and after having incurred 
the liabilities they bring the check forward and ask to have 
the debt Base Weli I don't see how you are going to cover 
the situation with a pre-anditor,. : 


THE CHAIRMAN: If there was a pre-auditor they might 
not incur those obligations. : 


MR. BROW: It would have the effect of bringing it 
to the attention of the Government. 


--MR. CLARESQN; What I mean is the horse is gone and the 
door is shut before the check comes up for signature. 


THE CHAIRMAN: Why would it be more difficult in the 
Hydro than in the Government? 


WR. CLARKSON: The Government is entirely different. 
One is a commercial undertaking and the other is Governmental 
Radertaking. | 


THE CHAIRMAN: You think the pre-audit would not work? 


MR. CLARKSON: Itkrned the whole thing over and 
considered it, and in the amendment it was provided that the 
Government should appoint a comptroller, the intention being 
that he should sign all checks and the suggestion was made that 
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I shonld be made the comptroller. There was a free-for-all 
Romane Beth ae me nae amended, bo say the Commission .. 
could eppoint the comptroller and that took the sting ont 
of it and it was denatiaved infeasibic. eet ee y 


hea THE CHAIRMAN b “In ‘some of the large concerns is there 
Mm Pee-ausag? af iss aveetions yeu am - hie apele 


PRR ot ery ere rn Ce 
is this ditierence, ; iv Henry Thornton said, "We de, 
this” anf di came dp ko the aomptrolier, he wold pase thee” 
check or lose his job. That is the situation under the 
present AQbern: no% yey mn, 4 . iit ae. hy oem iad 


> “ COMMISSIONER J. A. ROSS: Who could you get for the 
office? You would have to get a man with immense kmowledge to 
rule on whether an expenditure was right. or wromge 9) \y 


. MR. CLARKSON: There has been no trouble about their 
accounts except in one or two directions; where they have | 
paid money on these radials is one thing, and there were some 
other payments. The Chairman and others have made those pay- 
ments knowing they have not authority to make them, and if you 
had a comptroller, or pre-auditor, and he was asked to sign 
the checks and refused, he would lose his job. If he was the 
appointee of the Government it would produce « very serious 
situation. The Government appoints the Commission in which 
it has not sufficient confidence and trust to allow them to 
deal with the moneys put in their hands as a commission. The 
easiest way about this whole thing would,be if the Government 
objected to these payments they could dismiss the Commission. 
They have the whole thing in their hands. 


COMMISSIONER R. A. ROSS: There is a situation develop 
ing which ought to cover that point all around, “n looking 
through the Government accounts from the Treasur Department 
I find that they are not in touch with the sitm ion--atleast 
that is what I think, If they had appointed some man to Look. 
efter their financing--not a member of the Government, not a 
civil servant responsible to the Government or the Premier, 

{f you like--who would be their financial adviser and who would 
ss on all loans and have before him always the appropriations 
o different departments of the Government, and among others 

he would have the Hydro appropriations ust as though they 

were a department of the yovernment, and. then he would have 

that whole thing under his hand, He would be in touch with 

the situation without signing the checks. 


wR. CLARKSON: ‘the old Government was in touch. We 


ao that notice of every appro riation for every. 
oibcn et wave that was going on, 8 Etavement shonld be cpio 
to the Government at the end of each month showing the amoun 
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of money @rawn and how much was paid and how much was in the 
hands of the Hydro; what the requirements were for the next 
month, and it went to Peter Smith. What good was it? You — 
ervey raising the quest ion 1 took up with them. I said, you 
haven't anybody in this building who knows an thing ebout — 
Hydro. Some of the Ti hag We Aa yd a can hardly understand 
them--You ought to have somebody with his hands on this thing 
and when any requests come up for payments to be made he knows 
what the situation is and he can tell you, but it will take 

a man the whole time to do that. 


eo. oC QMMISSIONER R. As ROSS; Don't you think the man 
‘Looking after the finances of the Government eould handle 
that as a side line? 


1s MR, CLARESQT: I had a little proader idea than that. 
For instance legislation is asked for at the end of each year 
and that legislation comes on table end they would ask me. 
what ig the reason for it, how does it affect us. I should not 
have to @o that; somebody ought to mow. Of course you have 

an element “he. ere, Sir 4dam is in the Cabinet and it is to 


be presumed he is in touch with the Premier and that he will 
keep the Premier seized with the situation. 


COMMISSIONER R. A, ROSS: He will keep the Premier 
seized with what he wants the Premier to be seized of, you 
can bebon that. : - 


) MR. CLARESON: if you put somebody in there wno is 
going to be a busybody it will make trouble. 


AT CHAIRMAN: : Itmight be worse than it is now. 


MR. CLARKSON; Coming back to the start,- it is to 
be assumed that when a Government appoints a Commission the 
Gommission will fulfil its duties to the satisfaction of the 
Government and keep it in touch snd inform it of these things. 
All these  Phaiguemaushie steps are nothing but pin pricks; that 
is the basis. 


COMMISSIONER J. As ROSS: You are trying to plaster 
up a conerete structure?» 


wR, CLARKSON: if your Commission makes up its mind 
to go the wrong way you can t put in any safeguard that will 
step ity kik, Maio Be | Re 


: COMMISSIONER Rs As ROSS: And yet if the Commission 
had acted strictly legally in everything it would not have 
got anywhere. 
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MRy CLARKSON:, Yes, 1% would not have. got anywhere. . 


man in your employ, your treasurer, and he is given to side- 
st OH this way eh that, all the Shaoks’ yon put on eg 
will not make him straight; they will help to make him stralight 
be Ain will find an opportunity to have his own way sooner or 


operations 


-» o MR. CLARZSON:.. That is a matter. of personal equations. | 
You would not surely recommend to the Government that they 
should ‘Hehareesdeext bo il ia a gy aR ee ae 


beekeeper Re As ROSS: It seems.to me it would be. 
more difficult if yon got a bunch that will co-operate with  —~ 
Governinents of all parties. | ei Sn te 


MR. CLARKSON: ‘They are a good. decent bunch; their 
accounts are in pretty good shape and. the breaches of trust in 
there have been Almost negligible. They are a good bunch. 

: COMMISSIONER J. Aw. ROSS: How do gon, eaoonns if th , 
Toronto-Bort Credit situation with that? Wonld you a an 
a man like that in. the same situation after SHAS? 


MR. CLARKS Gi: I don't, think you should. ask me a question 
like that. There is still another element in that and that. is 
Hearst wrote a letter practically authorizing certain expendi- 
tures which were not legal sccording to statute. There is some- 
thing to say because of thate. ces & end nee | 


“WHE CHAIRMAN: You mean that letter of September, 1914? 
- MR. CLARKS GI: Yes, I dow ar 
THE CHAIRMAN: Hearst and nobody else is above the law. 
MR. CLARKS GT: Yes, but af the Premier of the Province 
told you to do something within reason, you would take that 
as the authority of the éovernment. e) : Li ay. g 
THE CHAIRUAN: | Yeo. 


MR. CLARKSQI: Coming back to the pre-audit--I don't 
approve of it. 


THE CHAIRMAN: How about segregating the porrowings for 
Hydro and treating it as part of the public ebt but quite dis- 
tinet from the ordinary provincial borrowings? 
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MR. CLARKSON: I don't think there would be any benefit. 
ant ype you went and borrowed $5,000,000 on Hydro account 
u make loans on Hydro bondé and they call for $500,600 
Ppa 1,000,000 next month, so much the month after, and "the 
result ts that before you Bet Se you will have’ “interest 
shargen there. nee 


TRE CHAT REAM: “that ty, what. happens | now. Peter smith 
tela: me he had a million @ollars that they had borrowed, which 
they had to pay interest on and on which hey ‘got bank interest 
for. themselves and the Hyd LO» 


; MR CLARKS ON: A. think it ie. better to put it into the 
common pot and give it. to each Department as required. | 


THE CHATRUAN: Somet imes when you porrow money you can 
have it paid over in instalments to you by the lenders. I have 
known that to be haul I don’ t suppeee it is common Brags 


wR. CLARKSON: Where wilt you benefit by it?. 


” TRE CHAIRMAN: You would not have your balance in the 
bank; you would draw it from your bondholders as you needed 
and pay interest from the time you got it. 


COMMISSIONER R. A, ROSS: The fanit I have--I think 
would be that you would know your interest charges at the end 
of the year. 


THE CHALRMAN: deere is this consideration in keeping 
these distinct. During the last election campaign it was shy ed 
thet the Drury Government had increased the debt by so much 
whereas a very large P rerestees was for the Hydro and oh which 
the Government had practically nothing to do, and if you had 
eva 3 segregated the. public ig i not be under that mike cures 
hension.- 


MR. CLARZSOM: I think the Government accounts show dis 
tine tly how much is. paid to the Hydro. , 


\ HE CHAIRMAN; I don’t see why they should not at the 
beginning of the year get an idea of the proportions in which 
they want their funds. Surely it is worth while saving that. 


WR. CLARKS QI: We thought this whole thing out and we 
thought it would be foolish. 


What happens was this, they were charging them 4% and 
McGarry found it was costing him more than 4%, He had that 
section passed allowing the Government to determine any addi- 
tional amount they showld pay and he said it had been agreed 
that the Government and the Hydro would settle the amount of 
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ae sabeeent. ‘e be paid at oe ak ot the year, and ie there 
was any dispute 1 was to be called in as arbitrators I 


never was called in. Aiter Renal went ont in 1919 these 


> ed wi 


heavy log inl 9 commenced. There was a rising rate of interest 
‘and when the t oe as: ‘an the interest I spoke to Smith | 
and hoa’ yin onal Jy was troubled ne this question and I ask- — 
4 h his permission to go into the Department and go Over 
those accounts and I wag put off. I asked him six months later 
‘ana nothing happ ened. 1 went to Wir. Drury and told him and — 


asked his perm sion. bat nothing happened: That is just the 


gituations I blame the Government, The thin ge is just about | 
- the same as the deposit of sinking funds ney are bound by es 
the Act to Ppt them into bonds isp they "have not done it and the : 
municipalities have lost. wn ae a from one to two per aes ee 

and wi. 1 continue a te lose 4 for 596. years. 


“The Hydro paid into the Go: ronment 4250, 900, when they 
could 20 out. an buy bonds prer tne terest— $—--20 ord0-year 
 Govermment bonds mich world hae ue ‘Gaver Tekevents. 
Instead the Government kee in cash and allows them 47. 
The whole thing can be dealt with a oe get er who 
owe ame situation. re 


ae mg CHATRAANY Tou think “the present ne of pent 
tion is all PIGRRT 8 | 


| MR, CLARKSON: Wie fos Cae 
e a ‘COMMISSIONER a Ae ROSS: ‘Tt would be pretty herd 
be got that mans” : 

Mm. CLARKSON: We ib get 4 straight 4g Fou give 
us ‘the opportunity. 


ey So far as interest 0 or any ‘of those things were con~ 
cerned, I always peck hens it would be well to aliow us the 
opportunity to check hee That is why the Act was put as 

it Aas 
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